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January 26, 2006

Independent Auditors' Report

Cemetery Board and Superintendent
Greenwood Cemetery
Petoskey, Michigan

We have audited the accompanying financial statfements of the governmental activities and each major
fund of Greenwood Cemetery (the Cemetery}, Pefoskey, Michigan, as of and for the year ended
December 31, 2005, which collectively comprise the Cemetery's basic financial statements as listed in the
table of contents, These financial statements are the responsibility of the Cemetery's management. Qur
responsibility is fo express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally acceptedin the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence suppoerting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasoncble basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of Greenwood
Cemetery, as of December 31, 2005, and the respective changes in financial position, thereof for the year
then ended in conformity with accounting principles generally accepted in the United Stafes of America.

The management's discussion and analysis and budgetary comparison information are not a required part
of the basic financial statements but are supplementary information required by accounting principles
generally accepied in the United States of America. We have applied certain limited procedures, which
consisted principally of inguiries of management regarding the methods of measurement and
presentation of the management’s discussion and analysis. However, we did not audit this information
and express no opinion on it. The budgetary comparison information has been subjected to the audifing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

\xﬂwﬁvd(k.

CERTIFIED PUBLIC ACCOUNTANTS
Petoskey, Michigan

]
923 Spring Street P.O. Box 695 - Petoskey, M1 49770 - 231-347-4136 Fax: 231-347-4147  E-mail: staffname@hs-co.com



GREENWOOD CEMETERY

PO Box 586 Phone: 231-347-6531
111 Greenwood Street Fax: 231-347-6597
Petoskey, MI 49770

MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2005

BASIC FINANCIAL STATEMENTS - OVERVIEW

Greenwood Cemetery's (the Cemetery) basic financial statements include both government-
wide (reporting the Cemetery as a whole) and fund financial statements (reporiing the
Cemetery's major funds). The government-wide statements include the Statement of Net
Assets and the Statement of Activities. The fund financial statements include the
Govermmental Fund Balance Sheet and the Statement of Governmenial Funds Revenues,
Expenditures, and Changes in Fund Balances.

BASIC FINANCIAL STATEMENTS - GOVERNMENT-WIDE STATEMENTS

The government-wide financial statements report information on all of the nonfiduciary
activities of the Cemetery. As a general rule the effect of interfund activity, such as interfund
loans, has been eliminated from these statements. The government-wide focus is more on
operational efficiency, the sustainability of the Cemetery as an enfity and the change in the
Cemetery's net assets resuliing from the current year's activities.

In the government-wide Statement of Net Assels, the govemmental activities are presented on
a consolidated basis. Due to the full accrual, economic resource basis, all long-term assets
and receivables, as well as long-term debt and obligations are recognized. The Cemetery's
net assets are reported in three parts — invested in capital assets; restricted net assets; and
unrestricted net assets.



Below is the government-wide Statement of Net Assets for Greenwood Cemetery as of
December 31, 2005 and 2004:

Greenwood Cemetery
Statement of Net Assets
For Years Ended December 31, 2005 and 2004

Assets 2005 2004
Cash $ 155,597 $ 113,475
Investments 476,754 428,066
Accounts receivable 100 1,600
Taxes receivable 421,205 420,515
Capital assets, net 1,763,088 1,744,470
Total assets 2,816,744 2,708,126
Liabilities
Deferred property taxes 485,685 464,327
Deferred charges 37,136 37,355
Total liabilities 522,821 501,682
Net Assets
Invested in capital assets 1,763,088 1,744,470
Restricted for perpetual care 455,210 389,430
Unrestricted 75,625 72,544
Total net assets $ 2,293,923 $ 2,206,444

The government-wide Statement of Activities demonstrates the degree to which the direct
expenses of the Cemetery are offset by program revenues. This statement reduces gross
expenses (including depreciation) by related program revenues, which include charges for
services, operating grants and capital grants.

The program revenues must be directly associated with providing cemetery-type services.
Program revenues include: (1) charges to customers who purchase, use, or directly benefit
from goods or services provided by the Cemetery and (2) grants and contributions that are
restricied to meeting the operafienal or capital requirements of the Cemetery. Taxes and
otheritems not properly included among program revenues are reported as general revenue.

Asindicafed above, the majority of the Cemetery's balances remained consistent from 2004 to
2005. The increase in the perpetual care net assets resulted primarily from investment earnings,
lot sales, as well as receipts from the General Fund related to the pay-off of the 2004 loan to
the General Fund.



Below is the Statement of Activities for Greenwood Cemetery for the years ended
December 31, 2005 and 2004:

Greenwood Cemetery
Statement of Activities
For the Years Ended December 31, 2005 and 2004

2005 . 2004

Revenues:
Program revenues $ 103,318 $ 75,993
Property taxes 457,489 416,962
Interest and investments 22,543 33,469
Other 5,683 20,523
Total revenues 589,033 546,947

Expenses:
Operating 402,645 355,782
Non-operating 98,909 97,305
Total expenses 501,554 453,087
Change in net assets 87,479 93,860
Net assets - beginning 2,206,444 2,112,584
Net assefs - ending $ 2.293,923 $ 2,206,444

Net assets increased in the current year by $87,479 or 4%. Approximately 22% of the operating
expenses for the General Fund were capifalized. For the depreciable assets, these expenses
will be spread out over their useful lives and will be depreciated on the Statement of Activities.
The non-depreciable assets, such as land, will remain on the Statement of Net Assets at full
cost.

As a conseguence of additional lot sales and interments, program revenues increased.
Property tax revenues were up because of an increase in the millage rate from 0.45 10 0.47.
The decrease in interest and investments occurred due to lower interest earnings in the
Perpetual Care Fund. Interest was down because of lower cash balances; the cash balance
decrease was a product of the prior year land purchase.

Operating expenses increased over the prior year due to approximately $17,000 in non-
capitalized equipment and land improvement costs. The Cemetery only capitalizes items that
individually exceed $3,000 in cost. In addition, maintenance expenses increased
approximately $10,000 over the prior year. Finally, utility costs were up about $6,000 over 2004,
which was partially due to increased fuel costs.



Below is the capital asset activity for Greenwood Cemetery for 2005:

Greenwood Cemetery
Capital Asset Activity

For the Year Ended December 31, 2005

Balance Balance
January 1, 2005 Additions Deletions December 31, 2005
Governmental Activities
Capital assets not
being depreciated:
tand $ 578,231 - $ - $ 578,231
Capital assets
being depreciated:
Buildings 206,564 - - 206,564
Site improvements 1,140,229 60,277 - 1,200,506
Equipment 397,707 51,382 {23,885) 425,204
Office equipment 27,810 6,270 - 34,080
Subtotal 1,772,310 117,929 {23,885) 1,866,354
Less accumulated depreciation;
Buildings 71,043 4,015 75,058
Site improvements 384,894 55,320 440,214
Equipment 137,586 26,162 {(15114) 148,634
Office equipment 12,548 5,043 - 17,591
Subtotal 606,071 90,540 (15,114) 681,497
Net capital assets
being depreciated 1,166,239 27,389 (8,771) 1,184,857
Governmentat activities net
Capital assets $ 1,744,470 27,389 $ 8,771) % 1,763,088

The current year capitalized expenditures included land improvement projects (mainly
irrigation work) for $60,277 and equipment purchases totaling $51,382. The new equipment
included a 2005 Chevrolet Trail Blazer.



BASIC FINANCIAL STATEMENTS — FUND FINANCIAL STATEMENTS

The financial transactions of the Cemetery are reported in individual funds in the fund financial
statements. The fund financial statements include the Governmental Fund Balance Sheet and
the Statement of Governmental Fund Revenues, Expenditures, and Changes in Fund Balances.
The focus of the fund financial statements is upon the determination of financial position and
changes in financial position (sources, uses, and balances of financial rescurces).

Government resources are allocated o and accounted forinindividual funds based upon the
purposes for which they are to be spent and the means by which spending activities are
controlled. The emphasis in the fund financial statements is on the major funds. GASBS No. 34
sets forth minimum criteria (percentage of the assets, liabilities, revenues or expenditures of the
governmental funds) for the determination of major funds.

Governmental Funds

The following is a description of the major governmental funds of the Cemetery:

General Fund - The General Fund is the general operating fund of the Cemetery. Itis used to
account for dlt financial resources except those required 1o be accounted for in another fund.

Perpetual Care Fund - The Perpetual Care Fund is used to account for fees and one-time
payments received for perpetual care. The interest earned s transferred to the General Fund
for maintenance of the Cemetery and for land acquisitions.

Analysis of Budgeted and Actual Amounts

Final budgeted revenues were modified due to the additional lot sales and interments
discussed above. The egquipment purchases expense budget increased significantly due 1o
the purchase of a new Chevrolet Trailblazer. This purchase was paid for from the fund
balance. Changes were also made to the wages and contracted services budgeted
amounts. These were due to the hiring of an employee to fulfill services partially covered in the
prior year via an independent contractor.

Variances between final budgeted amounts and actual amounts included lower-than-
anficipated expenditures for land improvements (e.g. irigation work) and eguipment.

Analysis of the Revenues, Expenditures, and Changes in Fund Balances

The General Fund expenditures decreased by approximately 41% from the prior year
expenditures. The key reason for this decrease was the lack of a land purchase in 2005.

The General Fund ending fund balance decreased by 4%, while the Perpetual Care Fund
ending fund balance increased by 17%. Currently a majority of the General Fund ending fund
balance is designated by the Cemetery Board for land acquisitions. The Chevy Trailblazer
purchase was funded via the land acquisition designated fund balance based upon board
approval. Al of the Perpetual Care Fund ending fund balance is reserved for the trust corpus.

Financial Contact

This financial report is designed to provide readers with a general overview of the Cemetery's
finances. Please contact the Greenwood Cemetery Superintendent if there are additional
questions or information needed.



GREENWOOD CEMETERY

Governmental Fund Balance Sheet/Statement of Net Assets

Assets

Cash
Investments
Accounts receivable
Taxes receivable
Due from other funds
Capital assets,
net of accumulated depreciation

Total assefts
Liabilities
Due to other funds
Deferred property taxes
Deferred charges

Total liabilities

Fund Balance/Net Assets

Fund balances:
Reserved for trust corpus
Unreserved:
Designated for land acquisitions
Undesignated

Total fund balances

Net assefts:
Invested in capital assefs
Restricted for perpetual care
Unrestricted

Total net assets

December 31, 2005

Modified Accrual Basis

Statement of

General Perpetual Care  Adjustments Net Assefs
$ 101,545 $ 54,052 $ - $ 155,597
48,524 428,230 - 476,754
100 - - 100
421,205 - - 421,205
27,072 - (27,072) -
- - 1,763,088 1,763,088
598,446 482,282 1,736,016 2,816,744
- 27,072 {27,072) -
485,685 - - 485,685
37,136 - - 37,136
522,821 27,072 {27,072) 522,821
- 455,210 (455,210) -
57,548 - (57,548) -
18,077 - (18,077) -
$ 75,625 $ 455,210
1,763,088 1,763,088
455,210 455,210
75,625 75,625
$ 1,763,088 $ 2,293,923

See accompanying notes to financial statements. 7




GREENWOOD CEMETERY
Statement of Governmental Fund Revenues, Expenditures, and

Changes in Fund Balances/Statement of Activities

For the Year Ended December 31, 2005

Expenditures/expenses:
Operating:

Wages
Payroll taxes
Employee benefits
Operating supplies
Contracted services
Utilities
Maintenance and repairs
Vehicle expense
Equipment rental
Insurance
Land improvement projects
Equipment purchases
Miscellaneous

Total operating expenditures/
expenses

Non-operating:
Investment expense
Loss on invesiments
Depreciation expense
Loss on disposal of long-lived assets
Interest expense

Total non-operating expenditures/
expenses

Total expenditures/expenses

Program revenues:
Charges for services

Net (expense) revenue
General revenues:
Property taxes
Sale of equipment
Interest and investment earnings
Miscellaneous
Total general revenues
Other financing sources (uses):
Operating transfers in

Operating transfers out

Total other financing
sources {uses)

Excess {deficiency) of revenues over
expenditures/change in net assets

Fund balances/net assets - beginning of year

Fund balances/net assets - end of year

See accompanying notes to financial statements.

Modified Accrual Basis

Statement of

General Perpetual Care  Adjustments Activities
$ 184,709 - - $ 184,709
16,048 - - 16,048
43,651 - - 43,651
39,189 - - 39,189
12,494 - - 12,494
18,087 - - 18,087
33,729 - - 33,729
7.033 - - 7,033
2,754 - - 2,754
20,626 - - 20,626
64,887 - (60,277) 4,610
67,667 - (55,052) 12,615
7.100 - - 7,100
517,974 - (115,329) 402,645
- 2,156 - 2,156
- 3,542 - 3,542
- - 90,540 90,540
- - 2,671 2,671
18,228 - (18,228} -
18,228 5,698 74,983 98,909
536,202 5,698 (40.346) 501,554
87,310 16,008 - 103,318
{398,234)
457,489 - - 457,489
3,500 - {3.500) -
8,001 32,770 (18,228) 22,543
5,683 - - 5,683
474,673 32,770 (21.728) 485,715
27,072 49,772 (76.844) -
(49.772) (27.072) 76,844 -
(22,700) 22,700 - -
3.081 65,780 18,618 87,479
72,544 389,430 1,744,470 2,206,444
$ 75,625 455,210 1,763,088 $ 2,293,923
8



NOTE 1.

GREENWOOD CEMETERY
NOTES TO FINANCIAL STATEMENTS
December 31, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Greenwood Cemetery {the Cemetery} was incorporated February 17, 1897, under the
provisions of Act 306 of the Local Acts of Michigan. The Cemetery operates under a board-
superintendent form of government and provides for a joint board from the townships of
Resort, Bear Creek and the City of Petoskey in Emmet County.

The Cemetery's financial statements are prepared in accordance with generally accepted
accounting principles (GAAP}. The Governmental Accounting Standards Board (GASB) is the
standard-setting body for governmental accounting and financial reporting. The Cemetery's
reporting entity applies all relevant Governmental Accounting Standards Board (GASB)
pronouncements. The following is a summary of the significant policies used by Greenwood
Cemetery:

REPORTING ENTITY

The accompanying financial statements have been prepared in accordance with criteria
established by Governmental Accounting Standards Board Statement (GASBS) No. 14 and
amended by GASBS No. 39. As defined by GASBS No. 14, the Cemetery is required to consider
other organizations {component units) for which the nature and significance of their
relationship with the Cemetery is such that exclusion would cause the Cemetery's financial
statements to be misleading orincomplete. Component units are iegally separate entities that
are included in the Cemetery's financial sfatements because of the significance of their
operating or financial relationships with the Cemetery.

GASBS No. 14 states the primary basis for determining whether outside agencies and
organizations should be considered component units of the Cemetery and included in the
Cemetery's financial statements is financial accountability. Financial accountability is defined
as follows: A primary government {the Cemetery} has substantive authority to appoint a voting
maijority of the component unit's board; the primary government is either able 1o impose its will
on a component unit or there is a potential for the component unit to provide specific
financial burdens on the primary government; and the component unit is fiscally dependent
on the primary government. The Cemetery has no component units.

BASIC FINANCIAL STATEMENTS - OVERVIEW

Greenwood Cemetery's basic financial statements include both government-wide (reporting
the Cemetery as a whole} and fund financial statements (reporting the Cemetery’s major
funds). Both the government-wide and the fund financial statements categorize government
activities as governmental. Governmental activities are normailly supported by taxes and
infergovernmental revenues.

BASIC FINANCIAL STATEMENTS - GOVERNMENT-WIDE STATEMENTS

The government-wide financial sfatements report information on all of the nonfiduciary
activities of the Cemetery. As a generalrule the effect of interfund activity, such as interfund
loans, has been eliminated from these statements. The governmeni-wide focus is more on
operational efficiency, the sustainability of the Cemetery as an entity, and the change in the
Cemetery's net assets resulting from the current year’s activities.



NOTE 1:

NOTES TO FINANCIAL STATEMENTS — CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
BASIC FINANCIAL STATEMENTS - GOVERNMENT-WIDE STATEMENTS — CONTINUED

In the government-wide Statement of Net Assets, the governmental activities are presented on
a consolidated basis. Due to the full accrual, economic resource basis, all long-term assets
and receivables, as well as long-term debt and obligations are recognized. The Cemetery's
net assets are reported in three parts — invested in capital assets, net of related debt; restricted
net assets; and unrestricted net assets. The Cemetery first utilizes restricted resources to finance
qualifying activities.

The government-wide Statement of Activities demonstrates the degree to which the direct
expenses of the Cemetery are offset by program revenues. This statement reduces gross
expenses (including depreciation) by related program revenues, which include charges for
services, operating grants and capital grants.

The program revenues must be directly associated with providing cemetery type services.
Program revenues include:

(1) Charges to customers who purchase, use, or directly benefit from goods or services
provided by the Cemetery; and

(2) Grants and contributions that are restricted to meeting the operational or capital
requirements of the Cemetery. Taxes and other items not properly included among
program revenues are reported as general revenue.

BASIC FINANCIAL STATEMENTS - FUND FINANCIAL STATEMENTS

The financial transactions of the Cemetery are reported in individual funds in the fund financial
statements. Each fund is accounted for by providing a separate set of self-balancing
accounts that comprise its assets, liabilifies, fund balances, revenues and expenditures. The
focus of the fund financial statements is upon the determination of financial position and
changes in financial position (sources, uses, and balances of financial resources).

Government resources are allocated to and accounted forin individual funds based upon the
purposes for which they are to be spent and the means by which spending activities are
controlled. The emphasis in the fund financial statements is on the major funds. GASBS No. 34
sets forth minimum criteria (percentage of the assets, liabilities, revenues or expenditures of the
governmental funds) for the determination of magjor funds.

Governmental Funds

The following is a description of the major governmental funds of the Cemetery:

General Fund - The General Fund is the general operating fund of the Cemetery. I1is used to
account for all financial resources except those required to be accounted for in another fund.

Perpetual Care Fund - The Perpetual Care Fund is used to account for fees and one-time
payments received for perpetual care. The interest earned is fransferred to the General Fund
for maintenance of the Cemetery and for land acquisitions.

BASIS OF ACCOUNTING

Basis of accounting refers to the point at which revenues and expenditures/expenses are
recognized in the accounts and reported in the financial statements. Basis of accounting
relates to the timing of the measurements made, regardiess of the measurement focus
applied.

10



NOTE 1:

NOTES TO FINANCIAL STATEMENTS ~ CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES —~ CONTINUED
BASIS OF ACCOUNTING — CONTINUED

The government-wide statements are reported using the economic resources measurement
focus and the full accrual basis of accounting, which incorporates long-term assets and
receivables as well as long-term debt and obligations. Revenue is recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash
flows. Property taxes are recognized as revenue in the year for which they are levied. Grants
and similar items are recognized as revenue as soon as all eligibilily requirements imposed by
the provider have been met. Expenditures generally are recorded when aliability is incurred.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recordedin
the accounting period in which they are earned, as long as they are both available and
measurable, Revenues are available when received within the current period or within 60
days after year-end. Expenditures are recorded in the accounting period in which the liability
isincurred, as under full accrual accounting. However, debt service expenditures, expenditures
relating to compensated absences, and claims and judgments are recorded only when
payment is due.

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY

Cash and Cash Equivalents

Cash and cash equivalents are considered to be cash on hand and demand deposits.

Interfund Receivables/Payables

Outstanding bailances between funds are reported as "due to/from” other funds on the
balance sheet of the fund financial statements,

Capital Assets

Capital assets, which include property, buildings, equipment and infrastructure assets (e.g.,
roads, bridges, sidewalks and similar items), are reported in the government-wide financial
statements. Capital assets are recorded by the Cemetery when the initial individual costs are
equal to or greater than $3,000 and have useful lives greater than a year. Any addition or
improvement that either enhances a capital asset's efficiency or extends its expected useful
life is also capitalized.

Capital assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date
of donation. :

Buildings, site improvements and equipment are depreciated using the straight-line method
over the following useful lives:

Buildings/Improvements 50 years
Site Improvements 20 years
Equipment 15 years

Office Equipment 5years



NOTE 1:

NOTE 2:

NOTES TO FINANCIAL STATEMENTS — CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY — CONTINUED

Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations
are reporfed as liabilities. Currently the Cemetery has no long-term obligations.

Compensated Absences (Vacation and Sick Time)

Vacation days not used during the year may be accumulated. Each employee may cairy
over up to 40 hours 10 the next year. Sick time not used during the year may not be
accumulated.

All vacation and sick pay accrue when earned in the government-wide financial statements.
Sick and vacation pay are recognized in the governmental financial statements when the
fime is used.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balances for
amounts that are not available for appropriation or are legally restricted by outside parties for
a specific purpose. Designations of fund balances represent tentative management plans
that are subject to change.

COMPARATIVE DATA
Comparative data for the prior year is not included in the Cemetery's financial statements.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Annual budgets are adopted on a basis consistent with generally accepted accounting
principles for all operafing funds of the Cemetery. Budgetary controlis legally maintained af
the fund level.

The Cemetery follows these procedures in establishing the budgetary data reflected in the
financial statements:

1, Prior to the first board meeting in November, the superintendent submits 1o the
board a proposed cperating budget for the fiscal year commencing the
following January 1. The operating budget includes proposed expendifures and
the means of financing them.

2. A public hearing is conducted af the Cemetery to obtain taxpayer comments.
Prior to January 1, the fund budgets are legally enacted through passage of
resolutions.

4, The superintendent is authorized to transfer budgeted amounts between

expenditures within any fund, however, any revisions that alter the total
expenditures of any fund must be approved by the board.



NOTE 2:

NOTE 3:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY = CONTINUED

5. Formal budgetary integration is employed as a management control device
during the year for the General Fund.

6. Budgeted amounts are as originally adopted, or as amended by the board.

7. Encumbrances, which are commitments related to unperformed contracts for

goods or services, lapse at year-end and are re-appropriated as part of the
subsequent year's budget.

Excess of Expenditures Over Appropriations in Budgeted Funds

The Cemetery is required under Public Act 621 to adopt a budget for the General Fund. The
Cemetery did not have an excess of expenditures over appropriations for the General Fund.

CASH AND INVESTMENTS

Michigan Compiled Laws, Section 129.21, authorizes the Cemetery to make deposits and invest
in the accounts of federally insured banks, credit unions, and savings and loan associations
which have an office in Michigan. The Cemetery is allowed to invest in bonds, securities and
other direct obligations of the United States or any agency or instrumentality of the United
States; United States government or federal agency obligations; repurchase agreements;
bankers' accepiance of United States banks; commercial paper rated within the two highest
classifications which mature not more than 270 days after the date of purchase; obligations of
the State of Michigan or its political subdivisions which are rated as investment grade; and
mutual funds composed of investment vehicles which are legal for direct investment by local
units of government in Michigan.

The Cemetery's deposits and investment policy are in accordance with statutory authority.

Cash Deposits

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a bank failure,
the cemetery's deposits may not be refurned to it. At year-end, the carrying amount of the
Cemetery's deposits for governmental activities was $204,121 and the bank balance was
$210,569. Of the bank balance, $100,000 was covered by Federal depository insurance. The
remaining $110,569 was uninsured and uncollateralized. State statutes prohibit security in the
form of collateral, surety bonds or another form be taken for the deposit of public funds.

investments -

The cemetery is authorized o make direct investments in U.S. government obligations,
certificates of deposits, investment pools (as allowed by the Michigan Public Act 121 of
1985), and mutual funds.



NOTE 3:

NOTE 4:

NOTE 5:

NOTES TO FINANCIAL STATEMENTS — CONTINUED

CASH AND INVESTMENTS -~ CONTINUED
Investments - CONTINUED

Investments are stated at fair value and are summarized as follows as of December 31, 2005:

Unrealized
Fair Appreciation
Cost Value {(Depreciation)
U.S. governmentat and
agency securities $ 433,804 $ 428,230 $ (5,574)

PROPERTY TAXES
Current Revenue

Property taxes attach as an enforceable lien on property as of December 1, and are collected
principally in January through March of the following year. The Cemetery receives its property
taxes through Resort Township, Bear Creek Township and the City of Petoskey. The Cemeteryis
permitted o levy faxes as deemed necessary for general governmental services.

The 2004 State taxable valuation as of April 10, 2004 was $987,926,950, on which taxes levied
consisted of .47 mills for general governmental services.

Deferred Revenue and Taxes Receivable

Property taxes aftaching as an enforceable lien on property as of December 1, 2005, and
collected principally in December 2005 through March 2005 have been recorded as deferred
revenue since they are not budgeted to fund expenditures until 2005. A receivable has been
recorded for the portion of these taxes uncollected at Decemibber 31, 2005. The 2005 State
taxable valuation was $1,033,372,369, on which taxes levied consisted of .47 mills for general
governmental services.

DEFERRED REVENUE

Deferred revenue in the government-wide and the fund financial statements consists of
$37.,136 and $485,685 relating to charges for services and property taxes, respectively, received
by year end but not yet earned. The magjority of the charges for services pertain to prepaid
interments.
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NOTE 6:

NOTE 7:

NOTES TO FINANCIAL STATEMENTS — CONTINUED

INTERFUND RECEIVABLES AND PAYABLES

The interfund balances within the Cemetery are as follows:

Interfund Interfund
Receivable Payable
General Fund $ 27,072 $ -
Perpetual Care Fund - 27,072
$ 27,072 $ 27,072

The interfund balance is interest earned in the Perpetual Care Fund that is transferred to the
General Fund for maintenance of the Cemetery and for land acquisitions.

INTERFUND TRANSFERS

Operating transfers within the Cemetery are as follows:

Transfer In Transfers Out

General Fund $ 27,072 $ 49,772
Perpetual Care Fund 49,772 27,072
$ 76,844 $ 76,844

In September 2004, the Perpetual Care Fund transferred $350,000 to the General Fund for the
purchase of a parcel of land. These funds originated from the Perpetual Care Fund corpus. The
General Fund will repay the $350,000 back to the Perpetual Care Fund over a é-year period. in
addition, the General Fund will pay the Perpetual Care Fund interest at an annualrate based
on the Federal Reserve interest rate, adjusted quarterly. In 2005, this rate averaged 5.75%. The
outstanding balance on this loan was $287,538 as of December 31, 2005. Current year principal
payments related fo this loan totaled $49,772.

The remaining operating transfer between the two funds, $27,072, is the result of a yearly
tfransfer of earnings from the Perpetual Care Fund to the General Fund.
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NOTES TO FINANCIAL STATEMENTS - CONTINUED

NOTES8:  CAPITAL ASSETS
Capital asset activity for the Cemetery during the current year was as follows:

Balance Balance
January 1, 2005 Additions Deletions  December 31, 2005

Governmental Acfivities

Capital assets not
being depreciated:
Land $ 578,231 $ - $ - $ 578,231

Capital assets
Being depreciated:

Buildings 206,564 - - 206,564
Site improvements 1,140,229 60,277 - 1,200,506
Equipment 397,707 51,382 {23,885) 425,204
Office equipment 27,810 6,270 - 34,080

Subtotal 1,772,310 117,929 {23,885) 1,866,354

Less accumulated depreciation:

Buildings 71,043 4015 - 75,058
Site improvements 384,894 55,320 - 440,214
Equipment 137,586 26,162 (15,114) 148,634
Office equipment 12,548 5,043 - 17,591

Subtotal 606,071 90,540 (15,114) 681,497

Net capital assets
being depreciated 1,166,239 27,389 (8,771) 1,184,857

Governmental activities net
capital assets 3 1,744,470  § 27,389 $  (8771) § 1,763,088

NOTE9:  DEFERRED COMPENSATION PLAN

The Cemetery offers ifs employees a deferred compensation plan created in accordance with
Internal Revenue Code 457. The plan, available to all full-time Cemetery employees, permits
them to defer a portion of their salary until future years. The deferred compensation is not
available to employees until termination, retirement, death, or unforeseeable emergency.
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NOTE 9:

NOTE 10:

NOTE 11:

NOTES TO FINANCIAL STATEMENTS —~ CONTINUED

DEFERRED COMPENSATION PLAN — CONTINUED

Allamounts of compensation deferred under the plan, all property and rights purchased with
those amounts, and all income attributable to those amounts, property, or rights were {until
paid or made available to the employee or other beneficiary) solely the property and rights of
the Cemetery {without being restricted to the provisions of benefits under the plan), subject
only to the claims of the Cemetery's general creditors. Partficipants' rights under the plan were
equal to those of general creditors of the Cemetery in an amount equal to the fair market
value of the deferred account for each participant.

In complying with the amended Section 457 requirements, these assets are now for the
exclusive benefit of participants and not subject to the claims of the Cemetery's general
creditors. As such, they are no longer included in an agency fund of the Cemetery.

The Cemetery makes contributions to this deferred compensation plan based on 5% of gross
salary for the year. The total deferred compensation plan contribution for 2005 was $6,498.

RESERVED/DESIGNATED FUND BALANCES/RESTRICTED NET ASSETS
Major Governmental Funds
The General Fund has $57.548 designated for land acquisitions.

The Perpetual Care Fund has a corpus of $455,210 reserved/restricted. Income from the corpus
is fo be used for the care and maintenance of lots sold and the acquisifion of available land.
All income was distributed for that purpose at December 31, 2005.

RISK MANAGEMENT

The Cemetery is exposed to various risks of loss related to torts, theft of, damage to and
destruction of assets; errors and omissions; injuries to employees and natural disasters. The
Cemetery belongs to the Michigan Municipal League Liability and Property Pool, a public
entity risk pool currently operating as a common risk management and insurance program for
various municipdalities throughout the state. The Cemetery pays an annual premium for its
general insurance coverage. The pool is self-sustaining through member premiums and
reinsures through commercial companies for claims in excess of $500,000 for each insured
event.

The Cemetery also belongs to the Michigan Municipal Worker's Compensation and Liabilities
Fund, a public entity risk pool currently operating as a common risk management and worker's
compensation insurance program for various municipdlities throughout the state. The
Cemetery pays an annual premium for its worker's compensation insurance coverage. The
poolis self-sustaining through member premiums and reinsures through commercial companies
for claims in excess of $500,000 for each insured event.

Settled claims from these risks have not exceeded insurance coverage in any of the past
three fiscal years.
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GREENWOOD CEMETERY

Statement of Revenues, Expenditures and Changes in Fund Balance - Budget and Actual

General Fund

For the Year Ended December 31, 2005

Revenues:
Interments
Foundations
Lot sales
Property taxes
Interest
Miscellaneous

Total revenues

Expenditures:
Wages
Payroll taxes
Employee benefits
Operating supplies
Confracted services
Utilities
Maintenance and repairs
Vehicle expense
Eguipment rental
Insurance
Land improvement projects
Equipment purchases
Interest expense
Miscellaneous

Total expenditures

Excess (deficiency) of
revenues over expenditures

Other financing sources (uses):
Operating fransfers in
Operating fransfers out
Sale of equipment

Total other financing sources {uses)
Netf change in fund balance
Fund baiance - beginning of year

Fund balance - end of year

Variance with

Original Final Final Budget
Budget Budget Actual Over/{Under)
28,000 $ 33,800 $ 34,594 $ 794
3,200 3.400 3,646 246
32,000 47,500 49,070 1,570
448,000 456,000 457,489 1,489
5,000 7,200 8,001 801
11,350 30,300 5,683 (24,617)
527,550 578,200 558,483 (19,717)
170,000 185,000 184,709 (291)
30,000 16,100 16,048 (52)
50,000 44,000 43,651 (349)
36,000 39,500 39,189 (311)
24,000 12,500 12,494 [6)
14,800 18,100 18,087 (13)
23,350 33,900 33,729 (171)
5,560 7,100 7,033 (67)
5,000 2,800 2,754 [46)
20,000 20,700 20,626 (74)
56,840 74,250 64,887 (9,363)
38,000 71,000 67,667 (3,333)
18,228 18,228 18,228 -
6,000 7,350 7,100 (250)
497,778 550,528 536,202 {14,324)
29.772 27,672 22,281 (5,391)
20,000 16,000 27,072 11,072
(49,772) (49.772) [49,772) -
- 6,100 3,500 {2,600)
(29,772) {27,672) (19,200) 8,472
- - 3,081 3,081
72,544 72,544 72,544 -
72,544 $ 72,544 $ 75,625 $ 3,081




| Hill - Schroderus & Co., LLP

' T Certified Public Accountants & Consultants

February 21, 2006

Cemetery Board and Superintendent
Greenwood Cemetery
Petoskey, Michigan 49770

in planning and perfarming our audit of the financial statements of Greenwood Cemetery for the
yvear ended December 31, 2005, we considered ifs internal controlin order 1o determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to provide
assurance on the internal control structure, However, we noted a certain matter involving the
internal control struciure and its operation that we consider to be a reportable condition under
standards established by the American Institute of Certified Public Accountants. Reportable
conditions involve matters coming to our attention relating to significant deficiencies in the design or
operation of internal confrol that, in ourjudgement, could adversely affect Greenwood Cemetery's
ability to record, process, summarize, and report financial data consistent with the assertions of
management in the financial statements.

Segregation of Duties - The Cemetery, as does ofher small governmental units, has various duties
performed by the same individuals that may be performed by various individuals in alarger unit. This
apparent lack of separation of duties is partially mitigated by duatl signed checks.

This report is intended solely for the information and use of the Greenwood Cemetery Board and
superintfendent and is not intended to be and should not be used by anyone other than these
specified parties.

We would like to express our appraciafion for the excellent cooperation we received while
performing the audit, If we may be of further assistance, please do not hesitate fo contact us.

Sincerely,

x;\i.ﬁ& o 4 L,

CERTIFIED PUBLIC ACCOUNTANTS
Petoskey, Michigan

923 Spring Street P.O. Box 695 Petoskey, M1 49770  231-347-4136 Fax:231-347-4147 F-mail: staffname@hs-co.com



